DEC 11980

(eentiemen:

We have completed our consideration -f your application for excmption
from Federal incuine tax under section 5-1(c)(3) of the Inturnal Revenue
Code. . ‘

You were incorporated I, .nder the I :on-Profit
Corporation Act to promote, record, manufacture, and distribute religious
songs and mus’ '~ of all denoninations of Christian belief.

Iresent activities in:zlude promoting Chi istian music concerts in the
cormunity, recordiny the ccncerts and selling coples, aund recording the
Christian music of local musical grours. You are currantly cstablisii.g

a recorrding studio and in the futuvre you hope to begin publishing music,
racord pressing, and record album promotion. At that polnt in your
cperations, you assume that you would no longer be a’non-profit organizatio-.

You usualiy charre BB for attendance at your concerts and you
sctate that charges for tapes, studio rental, and music publishing will
e based o1 your cost plus [l percent. Copyrights on the materials you
publisn will be jointly owne? by you and the artist. Any royaltiee f{r-m
the sale of material putlished by you are ¢ ve divided equally betwean
vy and the artist. '

Qaction 501(e)(3) of the €0d. rovides cxemptiori for:

Jerrorations. . or-anise . and operated excliusively for religious,
CATLTALLe, .. .0 e itational purposes,...no part of the net earn-
¢ Wiie. aourcs , tne benefit of any private shareholder or




Section 1.501(c)(3)-1(c)(1l) of tha Tncome Tax Regulations provides that:

"An organization will be regarled as 'operated exciusively' for one
or more exempt purposes only if it engages primarily in activities
which accemplish one or more of such exempt purposes specified in
section 501(c)(3)..."

Although your activitles may indirectly promote a ralipgious purpose to -
limited extent, the general charactar of your operation is that of a
commercial publishirg house and recording studio that caters to relijpious
customara. Your actiivities of promoting and publishing the works of
various artists do not appear 1o further any particular relipious beliefs
of your own., You will he selling your products and services abov. cost
and it appears you could receive substantial royaity income from the

sale of materials that you publish. Furthermore, you hope to expand

your operation in the fut 're to tne point where you would no lonjer bLe

a non-profit organizatien,

Therefecre, we have datermined that your activities do not ; rimarily
further an exempt purpose. Accordingly, since you fail to meet the
operational test of Internal Revenus Code section 501(c¢)(3), tax exemption
is deniec,

If 'ou agree with these conclusions or do not wish to file a written

protest, pleass sign and return Form 6018 in the enc;osed salf~addressed
envelope as soon as possible. ‘

I7 you do not agree with these conclusions, you may, within 30 days from
the date of this letter, file in duplicate a brief of the facts, law,
ard ar~ument that clearly sets forth your position. If you desire an
oral discussion of the issue, please Indicate this in you: protest. The
enclosed Publization 392 glve: instructions for filing a protest.

If we do not hear fron vou within 30 days, this letter wili be our ;#ﬁ'no
determination in the matter.

If you do not protest this proposed determination in a timely manner,
i+ will L2 considercd Ly the Internal Revenue Service as a fallure to
FxausT 1vailabln administrativc remedies. Section 7428(b){2) of the
Irturnal fevente Code provides in part that, "A declaratory judgment or
ST dner t.is sectiun shall not be issued in any proceeding umless
e Tar Court, tae Court of Claims, or the district court of the United
Ceates for ;h Tlstrict of Colunbla determines that the crganization
{ivolve . 1 exhausted administrative remedies available to it within
thn 1u;~;.4; Fovatiae Sepvica "

.
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If thi, determination letter becomes a final determination, we will
notify the appropriate State Officials, as required by section 6104(c)
of tha Code, that hased on the inforwation we have, we ars unable to

recognize you as an organization of the type descrided in Code section
201(e)(3).

Sincerely,

]
District Direcctor

Enlosure:
Publication 892
Form 6018

[



